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SUMMARY- 

I. Market rebound continues for second straight week. 
 

II. Fed confirms upcoming policy shift at Jackson Hole. 
   

III. Inflation still above target while focus turns to employment. 
 

IV. Stocks historically respond positively to rate cuts when not in 
a recession. 

 
 
 

Good morning: 

  

 Major large-cap stock averages added about 1.4% last week to extend the 

prior week’s gains, now recovering nearly all the ground it lost in the stretch of 

elevated volatility in late July and early August.  Confirming and punctuating the 

continued comeback was Friday’s remarks from Fed Chairman Jerome Powell at 

the Federal Reserve’s annual economic symposium in Jackson Hole, Wyoming.  

The market’s long wait for rate cuts to commence is nearing an end as Powell 

declared, “the time has come for policy to adjust,” reinforcing expectations for an 

initial rate cut at the Fed’s next meeting ending September 18th.   

 After keeping rates steady since pausing the aggressive tightening 

campaign more than a year ago, inflation has continued its descent.  Although 

Core CPI is still well above the Fed’s 2.0% target at 3.2%, it has now declined for 

four straight months and sits at the lowest reading since April 2021.  Clearly, the 



Fed’s policy shift indicates they are comfortable that inflation’s trajectory will 

continue downward and not suddenly reverse course.  For this reason, we 

anticipate a more cautious rate reduction plan of measured 0.25% cuts while 

economic data is closely monitored for any signs of adverse effects.   

 

 

 

 The fact that the U.S. economy has remained resilient during this extended 

period of hyper-inflation and aggressive rate hikes is historically remarkable.  

Most economists predicted a recession was, if not inevitable, far more likely than 

the so-called “soft landing” that now appears to have been achieved.  The 



tightrope that the Fed has had to walk trying to tackle inflation while not toppling 

the economy, however, still has farther to go.  July's underwhelming jobs report 

(in which monthly hiring slowed and the unemployment rate ticked up to its 

highest since October 2021) set off a rash of recession worries a few weeks ago, 

which sparked the early-August sell-off in stocks.  While this recession panic now 

appears overblown, it may have helped the Fed to remember it has a dual 

mandate: stable prices AND full employment.  Most economists do not think a 

recession is on our doorstep, but some emerging cracks in our otherwise 

incredibly solid labor market do warrant the Fed's attention.  We will look for 

upcoming rate decisions to reflect the Fed's effort to support a more material 

deterioration in employment conditions and as they attempt to stave off a more 

meaningfully economic slowdown. 

 

 

Source: Bloomberg 



 Markets have been anticipating lower interest rates since the Fed’s final 

hike in July 2023.  As equities generally perform well during periods of declining 

rates, some of our current bull market run can be attributed to investors pricing in 

the easier monetary policy to come.  However, with the economy and corporate 

earnings still growing, falling interest rates could provide a tailwind for equities to 

continue their march higher.  

 

 

Source: Forbes 

 

 Some rate cutting cycles in recent history have come in response to weaker 

economic data.  Others, though, were in response to a major shock to our 

financial system.  This was the case in 2020 after the COVID-19 shutdown, in 2007 

after the global financial crisis, and in 2001 after 9/11.  As the chart below shows, 



in periods like 1987, 1995, and 1998 when rate cuts were not accompanied by an 

ensuing recession, equity returns in the following 1 and 2 years were particularly 

strong.  However, when the shock that precipitated the rate cuts triggered a 

recession like in 2001 and 2007, markets still posted significant losses.  Therefore, 

barring any unforeseen shocks to the economy, we see the forthcoming rate cut 

cycle as supportive to further gains in equities, although investors should 

anticipate continued periods of heightened volatility as we go through this policy 

transition. 

 

 

Source: Bloomberg 

 

 In addition to important inflation and GDP data this week, markets will also 

be watching for the earnings results and forward-looking guidance on Wednesday 



from NVIDIA, Magnificent Seven member and leading A.I. chip maker.  After its 

recent significant appreciation, NVIDIA represents an outsized weighting in all 

market-cap-weighted indices like the S&P 500 making its results potentially 

market-moving to the broader averages.  Regardless of how the markets interpret 

a single company’s quarterly results, artificial intelligence, and its potential impact 

on all areas of our global economy will continue to remain a major theme for 

investors for the foreseeable future. 
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Loftus & Preusser Wealth Partners is not a registered broker/dealer and is independent of Raymond 
James Financial Services. Securities offered through Raymond James Financial Services, Inc., Member 
FINRA/SIPC. Investment advisory services offered through Raymond James Financial Services Advisors, 
Inc. 

  

DISCLAIMER:  

If you no longer want to receive this Monday Outlook email, simply reply to this email with “REMOVE” or 
“OPT OUT” in the subject line and we will remove you from our email list. 

Opinions expressed in this email are those of the author and are not necessarily those of Raymond 
James.  The information contained in this report does not purport to be a complete description of the 
securities, markets, or developments referred to in this material nor is it a recommendation. 

The information has been obtained from sources considered to be reliable, but we do not guarantee that the 
foregoing material is accurate or complete. 

All investments are subject to risk regardless of strategy selected.  Individual investor's results will 
vary.  Past performance does not guarantee future results.  Forward looking data is subject to change at any 
time and there is no assurance that projections will be realized. Diversification and strategic asset allocation 
do not ensure a profit or protect against a loss.  

The Dow Jones Industrial Average (DJIA), commonly known as “The Dow” is an index representing 30 
stocks of companies maintained and reviewed by the editors of the Wall Street Journal. 
 
S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the 
broad stock market.  
 
The NASDAQ composite is an unmanaged index of securities traded on the NASDAQ system. 
 
Raymond James makes a market in AAPL, AMZN, GOOGL, META, MSFT, NVDA, AND TSLA. This is not a 
recommendation to purchase or sell the stocks of the companies mentioned. 

 
Bond prices and yields are subject to change based upon market conditions and availability. If bonds are 
sold prior to maturity, you may receive more or less than your initial investment. There is an inverse 
relationship between interest rate movements and fixed income prices. Generally, when interest rates rise, 
fixed income prices fall and when interest rates fall, fixed income prices rise. 
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Market return and statistical data obtained from: https://am.jpmorgan.com/blob-
gim/1383452890099/83456/weekly_market_recap.pdf?segment=AMERICAS_US_ADV&locale=en_US 

  
Keep in mind that individuals cannot invest directly in any index, and index performance does not include 
transaction costs or other fees, which will affect actual investment performance. Individual investor's results 
will vary. 

Every investor's situation is unique, and you should consider your investment goals, risk tolerance and time 
horizon before making any investment. Prior to making an investment decision, please consult with your 
financial advisor about your individual situation. The foregoing information has been obtained from sources 
considered to be reliable, but we do not guarantee that it is accurate or complete, it is not a statement of all 
available data necessary for making an investment decision, and it does not constitute a recommendation. 
  
This information is not intended as a solicitation or an offer to buy or sell any security referred to herein.  
 
Sector investments are companies engaged in business related to a specific sector. They are subject to 
fierce competition and their products and services may be subject to rapid obsolescence.  There are 
additional risks associated with investing in an individual sector, including limited diversification. 
 
Certified Financial Planner Board of Standards, Inc. (CFP Board) owns the certification marks CFP®, 
CERTIFIED FINANCIAL PLANNER™, and CFP® (with plaque design) in the United States, which it 
authorizes use of by individuals who successfully complete CFP Board’s initial and ongoing certification 
requirements.                
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